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THE TRANSITION FROM GOVERNMENT 

CONTROL OF SUGAR TO COMPETITIVE 

CONDITIONS 

SUMMARY 

Introduction, 720. — The world sugar market during 1919, 723. — 
The problem of the surplus, 726. — The problem of the shortage, 726. 
The problem of decontrol, 728. — Conditions in 1920, 732. — Con- 
clusion, 734. 

In a previous article, ' the writer described the period 
of most rigid government control of sugar during the 
war, a period which extended from about May, 1918, to 
the signing of the armistice. The problems leading to 
the formation of the United States Sugar Equalization 
Board were explained in detail, also the manner in 
which those problems were attacked by the Board. 

It will be recalled that the suspension of hostilities 
occurred shortly after the purchase by the Sugar Board 
in behalf of the government of the United States and the 
AlUed governments of the entire 1918-19 Cuban crop, the 
agreements with the domestic producers and refiners, 
the creation of the basic nine cent price level throughout 
the United States, and the estabUshment of an effective 
control over distribution. Thus the Board, originally 
created in anticipation of another year of war, found at 
the end of 1918 that it was bound by several contracts 
with producers and refiners, for execution or liquidation 
of which a continuance of the corporation was impera- 
tive. But the general policy of both the administra- 
tive and legislative branches of the federal government 

1 " Government Control of Sugar during the War," Quarterly Journal of Eco- 
nomics, vol. xsxiii, August, 1919, p. 672. 
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at this time was favorable towards demobilization of 
all war organizations and the removal of government 
restraints upon business enterprise. That this was also 
the view of the Directors of the Board is manifest from 
a resolution adopted at a meeting of the Directors of 
January 22, 1919, as follows: 

In view of the fact that the regulatory conditions now in effect 
were entered into with the expectation of the continuance of war 
conditions and were not expected to be maintained through a long 
period of peace conditions, and in view of the change in conditions 
since the armistice, a return of free market conditions in sugar would 
be welcomed by the Board.' 

The Directors did not stop with a formal resolution 
but endeavored to ascertain by direct inquiry if the 
contracts could be liquidated at once and normal pre- 
war conditions restored. Investigation revealed that 
most of the producers and refiners were quite contented 
with the status quo, since it was clear that the United 
States government as the sole stockholder of the United 
States Sugar EquaUzation Board was to act as the 
stabilizing force throughout the uncertainties of a re- 
construction period. Accordingly, the Board was com- 
pelled to adopt the alternative of removing step by step 
the restrictions upon the sugar trade. This process of 
transition from a "pegged" basis to normal competitive 
conditions was interrupted by the developments in the 
world's sugar market and by certain political and eco- 
nomic conditions in the United States, so that in the 
second half of the year restrictions on exports, dis- 
tribution, and prices had to be reimposed to prevent 
famine conditions and soaring prices. 

In coping with this situation in the second half of 
1919 the Board was handicapped by the rapid de- 

1 From address by the President of the Board, Mr. George A. Zabriskie, before the 
Convention of Wholesale Grocers of the State of New York. Printed in American 
Sugar Bulletin, March 5, 1920. 
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mobilization of those war organizations in Washington 
upon the existence of which control of the sugar industry 
by the Sugar Board had been predicated. It is obvious 
that to establish and maintain satisfactorily an arbi- 
trarily fixed price level for any commodity, legal power 
and organization in some form are requisite — first, to 
effect a complete import and export control of the 
commodity, secondly, to control distribution and alloca- 
tion of the supply to various classes of domestic con- 
sumers (whenever the demand is in excess of supply at 
the established price) and thirdly, to punish or disci- 
pline manufacturers and dealers who refuse to comply 
with the norms established for prices, margins, or dis- 
tribution. Contrary to public impression, the Sugar 
Board itself never had any of these powers, but through 
cooperation with other war organizations which pos- 
sessed these powers, effective service had been rendered 
possible in 1918. Through cooperation with the War 
Trade Board, control over all imports and exports of 
sugar had been effected; through utilization of the 
licensing powers and the licensing and enforcement 
divisions of the Food Administration, regulations for 
manufacturers and distributors both as to prices and 
distribution had been enforced; and finally, through 
use of the Food Administration's powers over food 
distributors and its offices in the various states, coun- 
ties, and cities, allocation to industries and rationing to 
the households had been made possible. 

It is assumed that the reader is more or less familiar 
with the impacts of the war upon the world's sugar in- 
dustry and trade — the collapse of the European beet 
sugar industry, the rapid partially compensatory in- 
crease in the cane sugar production, mainly in Cuba and 
Java, the annihilation of the beet sugar export trade of 
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the Central Powers and the resultant dependence of the 
Allied countries upon Cuba for raw sugar and upon the 
United States for refining capacity.^ Even at the time 
of the armistice these factors were well known to the 
sugar trade generally, tho accurate statistics were not 
available then. But rather obscure and therefore sub- 
ject to conflicting conjectures was the actual net world 
balance of supply and demand for sugar for 1919, if the 
factor of the reduced requirements of European coun- 
tries, resultant from their financial inability to purchase, 
was taken into consideration. Experts in the sugar 
trade differed in their views ^ and recourse to statistical 
analysis was not fruitful in verification of either view, 
since only preliminary forecasts of the crops were then 
available and past experience had shown remarkable 
possibilities of shrinkage from these early forecasts, as 
the harvesting and manufacturing season proceeded. 
A careful analysis made in the Statistical Department 
of the Sugar Equalization Board of all the possibiUties 
of combination of the two variables, production and 
demand, revealed, on the one hand by combining the 
greatest reasonable consumption of each country with 
the lowest reasonable production, a deficit in supply of 
3,064,000 tons, and on the other hand combining the 
lowest reasonable consumption with the greatest rea- 
sonable production, a world surplus of 2,442,000 tons. 
The year 1918 thus ended with the prospects for 1919 
uncertain. The general outlook became more definite, 
however, in the first few months of 1919. The first 

^ See "Sugar Prices and Distribution under Food Control," Quarterly Journal of 
Economics, vol. xxxii, August, 1918; also "Government Control of Sugar during the 
War," ibid., vol. xxxiii, August, 1919. 

* For example in the Federal Reporter (published by the Federal Sugar Refining 
Company) of December 4, 1918, the opinion was expressed that the 9 cent price was 
higher than warranted, while the December, 1918, number of the International Sugar 
Journal (p. 536) stated that the demand for sugar would probably exceed the supply 
until the new European beet crop would become available later in the year. 
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development of significance was the reported rapid dis- 
tribution of the surplus stocks which had accumu- 
lated in Java during war on account of the scarcity 
of shipping tonnage. Ojfficial confirmation came in 
March ' that only 136,000 short tons were unsold in 
January, 1919, following the disposition, mainly to the 
Far East, of 1,734,000 tons in the few months preceding. 
The second definitive development of the year was the 
change in the various crop estimates. Cables early in 
March reported a British Indian crop of only 2,337,000 
long tons as against the December estimate of 2,950,- 
000 tons, a diminution of over 600,000 long tons. The 
significance of this decline was the threat of a heavier 
drain by British India upon Java and of a proportionally 
smaller quantity available therefrom, for Europe and 
the United States. There were changes also in the crop 
figures of other countries but the positive and negative 
differences counterbalanced one another. The third 
significant factor was the increased consumption of the 
United States and Europe. The statistics of consump- 
tion in the United States compiled in the spring of the 
year showed a rate considerably above that of the pre- 
ceding year or pre-war years and the United Kingdom, 
which in the last war year 1918 had consumed only 
45 pounds per capita as against a pre-war normal of 
80 pounds, was consuming at a rate of about 63 pounds. 
The net result of the foregoing factors was a marked 
indifference on the part of buyers, in the first part of the 
year when the general outlook was dubious, and on the 

' Under date of March 25, 1919, the American consul at Batavia, Java, reported to 
the State Department that there were only two million piculs of sugar (136,000 short 
tons) unsold by the end of 1918. This was the result of the formation of two organiza- 
tions, the Associated Java Sugar Producers, and the Java Sugar Exporters Association, 
both created in the latter part of 1918. The combined efforts of these organizations 
resulted in the sale of 1,326,000 short tons shortly before the signing of the armistice and 
408,000 tons in the last two months of 1918, a total thus of 1,734,000 tons. Com- 
merce Reports, June 11, 1919. 
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other hand, a state of nervous panic in the second 
half of the year when the true market conditions were 
reaUzed. 

Various poHtical and economic conditions in the 
United States in 1919 aggravated the situation de- 
scribed above. Early in March, 1919, an "Industrial 
Board" was created by the Department of Commerce, 
with the approval of President Wilson, to confer with 
leaders in industry, with the object of stabilizing prices. 
For a few weeks it was anticipated by many in the sugar 
trade that some action might be taken by this Board to 
reduce the price of sugar and the normal practice of 
anticipatory purchases was interfered with. When it 
became clear that no such reduction was contemplated, 
there was still no incentive for dealers to carry larger 
stocks than was required from day to day since there 
was little likelihood of any increase in price before the 
government controlled 1918-19 crop was distributed. 
This situation intensified the slow movement of sugars 
in the first half of the year, while in the last half of the 
year, when all over the world there was a wild scramble 
for supplies, the demand in the United States was "in- 
flated" even further by the strikes of longshoremen and 
marine workers ' and by uncertainty in relation to the 
1920 prospects for supplies.^ 

Altho the "certificate plan" of sugar distribution had 
been discontinued and the sumptuary regulations for 
public eating places, sugar using industries, and the 
household had been repealed December 1, 1918, the 

* It has been recently pointed out that from July 1 to November 15, 1919, only eight 
weelcs were free from strikes which interfered with the movement of sugar from the 
Bourcee of supply to the refineries of the United States. See American Sugar Bulletin, 
April 30, 1920. 

2 In the last half of the year the sugar trade awaited anxiously for a declaration of 
poHcy by the government in relation to the 1920 crops. But the conflict between the 
President and Congress over the Peace Treaty and the League of Nations deferred 
definite action until the end of December. In the meantime many buyers became anx- 
ious and endeavored to purchase as far ahead as possible. 
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resulting increase in demand was not sufficient to ab- 
sorb the "slack" and an outlet in exports was impera- 
tive. On January 11, 1919, the Board announced its 
intention of permitting exports after February 1, the 
amount exported to be governed by the receipts of 
raw sugars.' The response to this offering of refined 
sugar for export was not satisfactory. Raw stocks in re- 
finers' hands accumulated rapidly , reaching 230,327 tons 
on May 24 as against 155,963 tons in the corresponding 
date of 1918. A temporary price reduction to stimulate 
the demand would have been in accord with economic 
theory and sound business practice, but assurances of 
the previous year by the Food Administration to the 
domestic producers precluded such action.^ The Board 
attacked the problem from various angles: first, such 
sugars as could not be immediately allocated to re- 
fineries were purchased and stored on lighters ; secondly, 
a news release was issued on April 14, urging consumers 
to anticipate summer and fall purchases; thirdly, 
133,603 tons of raw sugar were sold from Cuba, chiefly 
to France and Canada; and finally, the British Royal 
Commission on the Sugar Supply was urged to move 
from the United States as much as possible of its "toll" 
sugars immediately instead of awaiting the summer 
months. These measures had hardly begun to produce 
results when the entire situation changed abruptly 
owing to the causes described above. Instead of a prob- 
lem of the disposition of surplus supplies the Board was 
compelled to cope with a serious shortage. 

By the first week of June refiners were oversold and 
were either booking orders subject to indefinite delay or 
withdrawing from the market temporarily. To have 

1 Previous to this date, in 1919, only such sugars had been shipped as were being 
refined "on toll" in behalf of the British Royal Commission on the Sugar Supply. 
* See Quarterly Journal of Economics, vol. xxxiii, August, 1919, p. 077 et passim. 
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adequately controlled the situation, an embargo on ex- 
ports should have been imposed, some form of rationing 
to prevent inequalities in distribution should have been 
initiated, and finally, active measures should have been 
taken to punish those dealers who sought to utilize the 
unusual conditions to obtain exorbitant or unfair mar- 
gins. Because of the demobilization of the War Trade 
Board the imposition of an embargo on exports was 
impossible, while in view of the almost complete 
demobilization of the Food Administration there was 
no possibility of control of distribution or the enforce- 
ment of fair margins. But through its control over re- 
finers ^ the Board caused a suspension of the shipments 
of toll sugars to the Royal Commission and a stoppage 
of all further sales for export. It also maintained the 
basic refiners' price of nine cents for granulated. To pre- 
vent undue margins and profits on this sugar after it 
left refineries the Food Administration was informed 
that the Board would be willing to pay any expenses 
connected with the prosecution of dealers taking exorbi- 
tant margins. To alleviate local shortages in supply, 
the Board purchased sugars in regions where there was 
relative abundance (surplus sugars of War Depart- 
ment and western new crop beet sugars) for shipment 
to regions of scarcity; refiners were authorized to pool 
whatever sugars were available for equitable distri- 
bution among buyers; and, in order to husband the 
supplies in the eastern territory until new crop sugars 
became available in January, and to make certain that 
this old crop nine cent sugar did not become confused 
with the higher priced new crop beet sugar in the West 
and marked up accordingly, eastern refiners were in- 
structed not to ship, after October 15, to the territory 
west of the Buffalo-Pittsburgh line. 

* Section xiii of the contract with the refiners provided that "each refiner agrees to 
conduct his or its export business under the direction of the Equalization Board." 
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On July 29, representatives of the Cuban government 
sent a letter ^ to the Board, requesting that negotiations 
be entered into by the Board in behalf of the United 
States government for the purchase of the Cuban crop 
of 1919-20. The directors thereupon sent a long 
memorandum to the President concluding as follows: ^ 

Conditions are so abnormal and the prospect of securing a regular 
supply of sugar at a reasonable price for the people of the United 
States for the year 1920 is so uncertain that the Equalization Board 
concludes, from a commercial point of view, that its duty requires it 
to suggest to the President that in reply to the communication from 
the representatives of Cuban producers, negotiations be entered into 
for the purpose of securing the sugar required for the necessities of 
the people of the United States for the year 1920 from Cuba under 
somewhat the same arrangements as the Equalization Board was 
able to make with the Cuban commissioners and producers and the 
refiners in the United States for the year ending December 31, 1919. 

No action was taken on the matter by the President 
at the time. On September 22, the representatives of 
the Cuban government withdrew their offer to negotiate 
for the crop. Immediately thereafter an important step 
forwards was taken in the process of transition from 
government control to normal market conditions in that 
American refiners were notified by the Board to pur- 
chase their raw sugars as in pre-war times in order that 
foreign buyers and domestic speculators might not pur- 
chase more of the Cuban crop than was in accord with 
the interests of the American consumers. 

On September 27, however, only five days after the 
refiners had been thus notified, an inquiry into the sugar 
situation by the Senate Committee on Agriculture and 
Forestry was authorized by the Senate. This Com- 
mittee was to make its investigation and report to the 
Senate on the reasons for the shortage of sugar and the 

• This letter and the full correspondence between the Board and the White House 
are to be found in the Hearing before the Subcommittee of the Committee on Agri- 
culture and Forestry, United States Senate, 6oth Cong., on Senate Res. 197. 
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desirability of continuing the Sugar Equalization Board. 
The immediate effect was to discourage refiners from 
entering the raw sugar market, as urged by the Board, 
since another year of government control was again a 
probability. It is not possible within the scope of this 
paper to give the tedious tho instructive details of the 
hearings before this Committee and its majority and 
minority recommendations to Congress. Suffice it to 
state that the outcome was the enactment of the Mc- 
Nary bill ^ on December 20, 1919, almost three months 
after the initiation of the hearings before the Com- 
mittee. 

This act authorized the President to continue the 
Sugar Board for the year 1920 and to require the direc- 
tors, "if found necessary for the public good" to carry 
out a plan for securing an adequate supply and an 
equitable distribution of sugar at a fair and reasonable 
price to the people of the United States. ^ But there were 
no provisions for export and import control nor for 
licensing power over the various branches of the domes- 
tic industry after June 30, 1920. Moreover the zone 
system of distribution was prohibited so that "sugars 
shall be permitted to be sold and to circulate freely in 
every portion of the United States." The directors of 
the Board felt that it was then entirely too late to in- 
stitute government control for 1920 and that the 
McNary act was deficient in too many respects and so 
notified the President of the United States. On De- 
cember 31, 1919, the President signed the bill but a few 
days later issued a statement that "on the basis of the 
facts presented and the conclusions reached by the 
Sugar Equalization Board, the President has decided 
that the authority conferred by the McNary sugar act, 

• '*An Act to provide for the national welfare by continuing the United States 
Sugar Equalization Board until December 31, 1920, and for other purposes." Approved 
December 31, 1919. 
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passed December 20, so far as it involves the purchase 
and distribution of the Cuban crop by the government, 
should not be exercised." It was not, therefore, till the 
first week in January that the refiners were enabled to 
enter the raw sugar market for 1920 supplies with full 
confidence that there would be no further government 
interference. The effect of this delay upon new crop 
prices is described below. 

Better progress, however, was made in the removal of 
government import restrictions. The great demand for 
sugar in the last quarter of the year made it advisable to 
allow importations of foreign sugars from all possible 
sources and the Department of State announced on 
November 8 that free importation of sugar would be 
allowed except from Soviet Russia and Cuba. On 
December 1, 1919, the agreement with the Cuban 
government as to the 1918-19 crop expired, and free- 
dom of importation was reestablished after a lapse of 
two years. On December 31, 1919, the contract between 
the Sugar Board and the refiners expired and the activi- 
ties of the Board thereafter were only in relation to the 
settlement of claims and the liquidation of all financial 
matters. On February 16, 1920, trading in sugar futures 
on the New York Coffee and Sugar Exchange, sus- 
pended by Mr. Hoover on August 16, 1917, were re- 
sumed but with the trade rules somewhat amended to 
prevent wide fluctuations. 

By February 16, therefore, the entire sugar trade 
functioned practically as in pre-war times, except that 
the Department of Justice was attempting to control 
domestic new crop prices through utilization of the 
powers granted by the Food Control Act. Altho pre- 
sumed to be attacking the entire "high cost of living" 
problem, special attention was directed towards the 
sugar trade, primarily because, in the uncertainties of 
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transition from a government controlled basis to free 
market conditions, sugar producers were at a loss as to 
proper prices. On October 21, the Attorney General 
directed beet sugar producers to sell their crop at not 
more than 10 cents per pound seaboard basis, less 2 per 
cent for cash. This price was raised to lOJ cents on 
November 14, 1919. It was not intended that any pro- 
ducer should sell at a loss, these prices being merely 
tentative bases for further investigation by the Depart- 
ment. Many of the smaller companies consequently 
sold some of their sugars in November at 11 to 13 J 
cents. On November 8, 1919, the Attorney General 
approved of a maximum price of 17 cents wholesale for 
Louisiana plantation clarifieds and 18 cents for Louisiana 
clear granulated and ordered the United States At- 
torney at New Orleans to prosecute any producer or 
refiner who charged in excess of these prices. In con- 
nection with the importation of foreign sugars which 
were being offered at a duty paid price of 14 cents, and 
upward, the Department of Justice ruled that no specific 
price would be considered "unfair" provided that no 
excessive margin were made in the resale to the domestic 
trade. 

In this last quarter of 1919 a striking illustration was 
afforded of the impracticability of government control 
of prices through the attempted enforcement of "fair 
margins." During the period of control by the Food 
Administration and the Sugar Equalization Board, 
contracts between the government and the various 
branches of the industry formed the basis. Through 
general publicity as to the prices established by contract 
with producers and refiners abnormal distributing mar- 
gins were rendered impossible. Differences in prices 
between domestic and foreign producers were absorbed 
by the government, so that a uniform price prevailed 
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throughout the United States. But under the arrange- 
ment in effect in the last quarter of 1919, a different 
maximum price was established by the Department of 
Justice for the Louisiana producer, the beet producer, 
and the importer of foreign trades. Hopeless confusion 
was the result and all manner of price juggling by 
dealers was made possible. 

The conditions which caused refiners to delay antici- 
patory purchases of the 1919-20 crop raw sugars have 
been explained above. This delay resulted in a curious 
practice in the trade, the so-called "toll refining." 
Many manufacturers of commodities in which sugar is 
a constituent became apprehensive at the apparent 
indifference exhibited by refiners and entered the raw 
sugar market in Cuba, purchasing directly or through 
brokers all or a significant portion of their 1920 re- 
quirements. Arrangements were then made with refin- 
ing companies in the United States for the refining of 
the raw sugars so purchased, at a definite compensation 
per pound. By this device refiners were freed from the 
risk involved in entering an uncertain market while the 
manufacturers, to whom adequate supply was more 
important than price, were assured of their necessary 
requirements. 

The rather curious result of this procedure was that 
the consumers, through purchases of sugar in the form 
of candy, soft drinks, ice cream, and a host of other 
"luxury" products for which the demand appeared 
inelastic and for which the increase in price was not so 
visible, were forcing upward the price of sugar for 
household use, for which the demand was more elastic 
and where the increase in price was shockingly clear. 
Consequently, the price for Cuban sugar of the 1919-20 
crop soared from 6.5 cents per pound, f. o. b. Cuba in 
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the early part of August to 11.62 cents per pound in the 
first week of January, and this high price persisted 
throughout the month. In the first week of February, 
the influence of larger volume of production in Cuba and 
Porto Rico and the "hand to mouth" purchases of the 
refiners, resulted in a continuous price decline until on 
February 26 the low point was reached of 8.74 cents per 
pound. At this date public interest in the situation 
waned, since these declining prices apparently marked 
the end of the transition period from government con- 
trol to normal market conditions. 

But just at this time, as it happened, the effect of a 
serious drought on the island of Cuba became manifest. 
There were pessimistic reports as to the final outturn of 
the crop, which had been previously estimated by the 
various experts at from 4,300,000 tons ^ to 4,436,000 
tons.2 Later reports indicated a decline from the first 
estimates of over 600,000 tons, or about 14 per cent. 
Influenced by these reports, the price of raw sugar 
mounted steadily from 8.74 cents per pound f. o. b. 
Cuba, to 22 cents on May 31. The immediate effect of 
these high prices was a series of Congressional investiga- 
tions. With a presidential election only a few months 
away, these investigations were not without political 
portent. It was attempted at various times to fix the 
blame upon President Wilson for his delay in authoriz- 
ing the Sugar Equalization Board to purchase the 
Cuban crop of 1919-20; upon Professor F. W. Taussig 
for his minority report to President Wilson, advising 
against government control of the sugar business for 
1920; upon Attorney General Palmer for authorizing 
the maximum price of 17 cents for Louisiana sugars, 
which action, it was claimed, excited the "cupidity of 
Cuban producers"; upon the profiteers and hoarders 

* Willett and Gray's preliminary estimate. 

' Estimate of Cuban statisticians Messrs. Joaquim Guma-Leandro Mejer, Havana. 
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and upon the sugar-using manufacturers who had pur- 
chased in Cuba regardless of price. 

Was this experiment in the domain of state inter- 
ference in industry and trade a success or a failure ? 
To answer this question it is only necessary to recall 
why government control of the sugar business was 
originally undertaken. Stated in most compact form, 
tho perhaps crudely, the situation was that, in avoiding 
utilization of shipping tonnage, desperately required for 
more essential purposes, in long hauls to such sources as 
Java, the Allies became increasingly dependent upon 
Cuba for raw sugar supplies. The amount available 
for the United States was thus correspondingly reduced 
and to prevent soaring prices and to adjust demand to 
available supplies the arbitrary war emergency power of 
the state was invoked. That prices were kept at low 
level during the war and in the year 1919 through the 
work of the Food Administration and the United States 
Sugar Equalization Board needs no demonstration at 
the present time, when in a competitive market, under 
basic conditions varying but slightly from those obtain- 
ing during the period of control, the retail price of 
granulated sugar is anywhere from 25 to 30 cents per 
pound. Nor was this low price to the consumer at the 
expense of a declining production, for in this period of 
fixed prices, production in the United States and Cuba 
increased from 5,035,713 long tons to about 5,799,000 
tons. 

That adjustment between supply and demand was 
effected is also no longer open to question, for in the 
year 1918 when conservation was imperative the con- 
sumption in the United States was restricted to about 
100,000 1 tons below the pre-war average and 300,000 

1 These figures are from the reports of the Statistical Department of the United 
States Sugar Equalization Board. Figures of the Department of Commerce and the Sugar 



SUGAR 735 

tons below the consumption of the previous year, a 
decrease of about 8 per cent. On the other hand in 1919, 
when conservation was no longer imperative, the supplies 
made available were about 400,000 tons above the pre- 
vious record consumption and about 600,000 tons above 
the pre-war average. As to the economic efficiency and 
equity in distribution the situation differed at various 
periods. In the period between June 1 and Decem- 
ber 1, 1918, under the operation of "the certificate 
plan," 1 the most effective control of distribution was 
witnessed. Before the spring of 1918 there was an 
undue reliance upon voluntary effort, but even then the 
pooling of the output by producers and the institution 
of machinery for allocation of supplies so pooled and the 
restrictions upon sugar-using industries relieved several 
otherwise hopeless situations. In 1919, there was no 
machinery or legal power for control of distribution and 
exports and the Sugar Equalization Board performed 
effective service with blunt tools. It must not be for- 
gotten that whatever was accomplished in sugar dis- 
tribution was performed without the utilization of the 
expensive and repressive card rationing system in 
vogue in most countries in Europe. 

There can be no doubt that the main ends for which 
state interference in the sugar business was instituted 
were accomplished. Government control of the sugar 
business was a successful experiment in the domain of 
economic enterprise. Granting this conclusion, was not 
an error made in failing to accept the offer of the repre- 
sentatives of the Cuban government for the purchase of 

Trade Journal agree in round numbers. The same forces which operated to bring about 
the high 1919 consumption were all present in 1918 and there is little doubt that the 
1918 consumption, unrestricted, would have equaled the 1919 record, on which basis 
there would appear a reduction of 17 per cent. But even as compared with the previous 
years a substantial conservation is shown. 

^ See Quarterly Journal of Economics, vol. xsxiii, August, 1919, p. 705 et passim 
for a description of this method of distribution. 
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the 1919-20 crop and in discontinuance of government 
control over distribution and prices of sugar. 

The events of 1919 and the first half of 1920, as 
described above, have made it clear, first that with the 
war emergency over, most elements in the community 
are unwilling to continue the war time subordinance of 
self-interest to the common good ; second, that the high 
business ability which volunteered for national service 
during the war could not be retained indefinitely at a 
most wearying and thankless task. Without these two 
basic factors, there could have been no effective govern- 
ment control. In addition, political motives, subordinated 
in a period of national peril, rise inevitably to the sur- 
face in peace times. One need but review the manner 
in which the sugar situation has become a political foot- 
ball in the last six months to be convinced of this 
fact. Furthermore, there is obvious economic fallacy in- 
volved in arbitrary restrictions on the price of a single 
commodity without compensatory restrictions upon the 
commodities entering into its production. Return to 
open market conditions had unexpected and unwelcome 
results; but retention of war control would have been 
equally unwelcome and public dissatisfaction would 
doubtless have been as great. 

Joshua Bernhardt. 

JoHN8 Hopkins University. 



